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SUBJECT: NAIROBI INTERNATIONAL SCHOOL TAX LIABILITY 
REF: (A) NAIROBI 742; (B) STATE 157517 

1. DEPT SOMEWHAT SURPRISED TO LEARN THAT HAMILTON OF USIU 
STILL ATTEMPTING TO USE EMBASSY AS MEANS OF CONVERTING CUR- 
RENCY. REFTEL (B) PARA THREE OUTLINES CONDITION UNDER WHICH 
TREASURY AND IRS PREPARED TO ACCEPT TAX PAYMENT IN FOREIGN 
CURRENCY. THESE INCLUDE: "PROCEDURES USED IN ACCEPTING 
LOCAL CURRENCY MUST NOT CREATE A VEHICLE FOR THE VIOLATION 
OF EXCHANGE CONTROL LAWS AND REPUTATIONS OF THE COUNTRY 
INVOLVED." 

2. IT HAD BEEN TREASURY'S POSITION THAT SINCE SOME $20,000 

OF USIU'S DEBT TO THE USG AROSE DIRECTLY FROM THE OPERATION 
OF THE NAIROBI SCHOOL, THAT IT WOULD BE REASONABLE THAT THE 
US EMBASSY COLLECT THIS AMOUNT IN LOCAL CURRENCY AND USE 
THESE FUNDS IN LIEU PURCHASING SHILLINGS FOR IN-COUNTRY 
EXPENSES. HOWEVER, ON BASIS OF EMBASSY'S JUDGMENT THAT PUR- 
CHASE FROM NIS BY EMBASSY OF KENYAN SHILLINGS IS ILLEGAL, 
TREASURY AND IRS HAVE AGREED NOT TO PURSUE THIS AVENUE ANY 
FURTHER. 
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3. DEPT HAS LEARNED THAT USIU HAS DEPOSITED WITH THE 

INTERNAL REVENUE SERVICE A CHECK IN FAVOR OF USG IN THE 
AMOUNT OF KENYAN SHILLINGS 1,380,000 DRAWN ON ITS ACCOUNT 
NUMBER 2484 WITH THE COMMERCIAL BANK OF AFRICA, LTD. 

IRS IS HOLDING THIS CHECK PENDING PAYMENT IN DOLLARS OF 
USIU'S 200,000 DOLLAR LIABILITY. USIU APPEARS TO BE 
MAKING SERIOUS EFFORT TO MEET THIS LIABILITY FROM VARIOUS 
SOURCES INCLUDING NAIROBI. 

4. IT WAS DEPT’S UNDERSTANDING IN RECENT CONVERSATION 
WITH USIU PRESIDENT RUST THAT HAMILTON'S VISIT WAS TO 
WORK OUT AN ARRANGEMENT DIRECTLY WITH GOK WHICH WOULD 
PERMIT USIU TO CONVERT SHILLINGS TO MEET, AT LEAST 
PARTIALLY, ITS PRESENT TAX LIABILITY, AND WOULD PERMIT 
USIU MORE FLEXIBILITY IN MATTERS OF CURRENCY EXCHANGE 

TO MEET ITS LEGITIMATE NEEDS IN THE FUTURE. 

5. DEPT AGREES WITH EMBASSY'S ASSESSMENT THAT THERE IS 
NO ECONOMIC REASON WHY KENYAN EXCHANGE AUTHORITIES 
SHOULD BE MORE FORTHCOMING IN APPROVING CONVERSION 
MERELY BECAUSE EMBASSY IS SERVING AS VEHICLE FOR 
TRANSACTION. AT SAME TIME DEPT REQUESTS THAT EMBASSY 
CONTINUE TO PROVIDE SUCH HELP AND GUIDANCE TO DR. 
HAMILTON AS MAY BE APPROPRIATE. 

KISSINGER 
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